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Abstract. The pension system is an important element of social security. Its 
main objective is to provide citizens with a beyond retirement age standard 
of living. The realization of this purpose in the modern world faces 
increasingly difficulties, because on the whole world is observed adverse 
events, which may include, inter alia, an aging population and a decline in 
fertility. These developments, combined with permanently lengthening the 
life expectancy, caused a number of problems affecting the socio-economic 
and forced the governing changes in retirement systems. The aim of the 
paper is to show how authorities in Poland, trying to respond to the problem 
of an aging population, submit modifications to this area of social policy. In 
addition, in the study, primarily using descriptive and comparative method, 
there tried to rate the Polish pension system and there tried to show the 
directions and possibilities of its improvement. The conclusions and 
recommendations of this article can be also helpful for those responsible for 
the operation of pension systems in different countries. 





One of the significant challenges facing us in the social sphere faced 
by both individual countries, as well as transnational and global groups is 
the phenomenon of an aging population. This process, showing some 
variation in relation to specific regions of the world, is universal, inevitable 
and irreversible for at least three or four generations. The increase in the 
proportion of older people in society on the one hand associated with 
lengthening of human life, which – as a result of the development of 
broadly understood civilization and progress – can be evaluated very 
positively. On the other hand, it is also the result of significantly reducing 
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the level of fertility, which due to the consequences of (among other things 
on the functioning of the labor market and social security systems) is an 
important problem. From the point of view of the proper functioning of the 
state, within the meaning of the socio-economic efficiency, the key issue 
seems to be an implementation of the wider policy towards aging, 
generally understood as "actions intended to solve or reduce the problems 
associated with an increase in the proportion of old people society" [2]. To 
these activities we can include, among other things modifications currently 
functioning pension systems as key elements to security systems in the 
event of old age. As a result of demographic change and economic crises, 
most of these systems, especially of a public nature, were in fact on the 
path to financial collapse. 
Therefore, the aim is to look at how authorities in specific countries 
cope with the problems of aging populations and how they adapt to the 
current conditions of pension systems. The purpose of this study is to 
analyze Polish solutions in this field, their assessment and make 
recommendations for improvement of the pension system, the functioning 
of which is after all one of the most important elements maintained by the 
state social policy [10]. Pension systems are in fact usually guaranteed by 
law and entered into a tradition and mentality of a society. So among other 
things, is in Poland, where the art. 67 of the Constitution guarantees 
citizens the right to social security "in the event of inability to work due to 
illness or disability, and after reaching retirement age". This means that the 
state takes over responsibility for social security of citizens (which is 
implemented on a rule) and creating mechanisms to protect them, inter alia, 
a significant drop in income and impoverishment in old age. 
One of the rules, which is the basis of pension systems (PAYG), is 
the principle of social solidarity – which applies to both the creation of the 
financial resources of the system, as well as redistribution. Such a 
mechanism can function only if the number of people in the labor market 
functioning and which are also parties financially system power supply is 
greater than the number of people using the services financed by the 
system. In the event of an aging population, the system loses stability as 
the number of recipients of benefits exceeds the number of contributors. 
Due to the long-term nature of the phenomenon action becomes necessary 
by modifying previously developed solutions. This is due to the fact that 
the financial insufficiency of the pension system is felt both part of the 
society, which are the elderly, due to the significant deterioration in their 
financial situation and the whole of society in connection with the 
acquisition of funding at each of these people. The consequences of the 
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financial collapse of the system also affects the public finance sector 
(funding the pension system leads to an increase in public debt), as well as 
the economy as a whole due to the fact that increasing pension contribution 
increases the cost of business operation [15]. 
Attempts to optimize the pension schemes undertaken in different 
countries were related, inter alia, to actions such as: increasing the amount 
of pension contributions, reducing the amount of benefits paid, raising the 
age of eligibility to receive full and partial services, alterations in risk 
sharing in the field of social security, as and encouraging the public to take 
responsibility for their own security in old age – for example, through 
various forms of saving [1]. It should be remembered that changes to 
certain rules, especially if they involve additional expenditure or 
elimination of all kinds of privileges, are politically very difficult to 
implement, because usually encounter strong resistance in society. Cited 
above solutions are used in various countries, including the European 
Union. This is due to the fact that social policy (Treaty of Rome) is treated 
as an area of competence appropriate to individual Member States and not 
subject to harmonization. However, it is possible to identify some guidance 
in this area that have both normative (Directives and Regulations), as well 
as forming the so-called "soft law" (Open Method of Coordination). In this 
place should also mention of the request on the functioning of the labor 
market, especially the increase in the employment rate, which has been 
included, inter alia, the Europe 2020 Strategy and the European 
Commission's White Paper (2012) concerning the adequate and sustainable 
pensions. 
Referring to the Polish solutions that will be presented hereafter 
study, it should be emphasized that in the case of Polish discussions and 
work on changing the shape of the social security system – which is one of 
the main elements of social policy – practically began after World War II, 
and proper gained momentum after the political transformation of 1989. As 
part of the undertaken actions there were regulations on state policy 
towards the unemployed (1989) [12], welfare (1990) [13], health care 
(1991) [14] and the pension system. 
 
 
2. Polish pension system and the challenges of the present 
 
In recent decades, the aging of the population was observed primarily 
in Western Europe. The continuing trend was a warning signal to the 
countries of Central and Eastern Europe, who could expect the emergence 
of similar problems. In Poland, however, matters relating to the 
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improvement of the demographic situation were not a priority but rather 
progressive, demographic structure of not having to provide immediate and 
strong interference of the state in population policy. 
Modifications introduced in the Polish pension system since the 
Second World War was rather the result of financial difficulties the state, 
and not fear the demographic crisis. In Poland after 1945, economic and 
social situation basically forced modifications and yet functioning capital 
system changed to PAYG – pay as you go. Lack of financial resources did 
not allow for the capital was individually collected. It was necessary to 
permanently transfer the contributions of people working on the benefits 
payable to pensioners in the so-called intergenerational contract. In this 
system, followed by a flow of current between the generation of children 
and their parents' generation, and so people economically active part of the 
earned money were paid by to the common cash, which were paid on a 
regular basis benefits. In addition, the Polish political system in which 
private property was limited, did not allow even a partial capitalization of 
the pension system. In addition, the Polish political system in which 
private property was limited, did not allow even a partial capitalization of 
the pension system.  
Introduced in the postwar period change in the Polish pension system 
would not solve the problem of the budget deficit. Therefore it was 
necessary to introduce other solutions that would help deal with the 
functioning of financial troubles during the Polish People's Republic 
system. And so, for example, in the 50s of the twentieth century, the social 
security system included in the state budget, which meant that the Social 
Security revenues were revenues of the state budget and the state budget 
secreted social security spending. In 60-70 years of the twentieth century 
there were created and pooled funds. Then failure of the system and the 
continuing lack of funds to pay pensions, forcing authorities to raise 
additional funds, which resulted in that from the beginning of the 80’s have 
permanently raised pension contributions. It is worth noting that since 198 
1 until 1998 the premium paid by the employer for its employee increased 
from 15.5% to 45%. Employers therefore incur huge costs associated with 
employment, because the premium was paid in full only by them. Apart 
from the fact that the system has a high-tax wages, which resulted in the 
transfer of employment to the gray area, he still had other disadvantages. 
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First of all, the system did not stimulate economic growth. The pension 
system freed the size of benefits from the contributions and encouraged 
their non-payment, and also characterized by a low level of domestic 
savings, a low level of investment efficiency and inefficient allocation of 
public resources. On the other hand, it was more resistant to the economic 
recession and inflation, to a greater extent, provides a sense of social 
security, it has a relatively low cost of operation and checked in difficult 
situations, for example, after the war. 
Despite the above mentioned advantages, the Polish authorities, 
taking into account not only the growing shortage of financial resources in 
the system, which created the need for supplementation of the state budget, 
but was already noticeable aging of the population, in 1998, introduced a 
pension reform. In Poland, on 1 January 1999 were introduced a new 
pension system, which after some fairly significant changes already 
operates in principle to the present [16]. The result of the reform was the 
transition from the advantage of the supply system to the dominance of the 
insurance system, so changing the PAYG system to a mixed system – 
partially funded. One of the objectives of the reform was to reduce the risk 
of insolvency of the system over a long period of time through the 
diversification of sources, which will finance benefits, and thus enhance 
the financial security of citizens and their awareness of the need to save for 
the future. Implemented the reform had resulted in responsibility for 
retirement has been partially passed on the citizens themselves, and 
indirectly to private institutions operating in the second and third pillar 
pension system [5]. 
In addition, new solutions have to eliminate disadvantages 
characteristic of PAYG. In particular, by introducing a dominant part of the 
insurance model, seeks to motivate people to work and pay contributions 
on the entire salary, and not, as often was the case before, only on the parts. 
Previous solutions in which the amount of premiums paid did not reflected 
directly on the amount of the non-payment encouraged, thus expanding the 
underground economy. Such solutions from an economic point of view 
were beneficial both for employers who paid lower premiums, and 
employees, as thus saved funds in whole or in part, were transferred to 
them directly. In addition, the new system, by abolishing the privileges for 
specific professional groups, had to fight inequalities. Abolition of the 
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possibility of early retirement, including the incomplete seniority pension 
at an earlier age had a positive impact on the extending the period of 
productive [6]. 
The pension reform in Poland was modeled on the changes that have 
been successfully carried out in other countries, especially in Latin 
America. Country that provided the inspiration, it was Chile, where the 
whole capital solutions applied. It should be emphasized that the growing 
population on the need to save for their future retirement capital in the 
system completely Chileans took over a quarter of century. In view of the 
fact that this solution was not entirely appropriate, in many European 
countries, and also in Poland, it was decided to establish a system partially 
capitalized – mixed, the possible adverse effects would be less noticeable. 
To this day in most countries were introduced mixed systems, from a 
structural point of view, are very similar. The differences are, in principle, 
a number of issues. The first pillar differences relate mostly to the amount 
of the premium paid by the employer and the employee, the need to 
develop a certain number of years of service, or have adequate seniority 
pension or obtaining the appropriate retirement age – in recent years, often 
of increased inter alia, in Scandinavia, Great Britain, France, and Poland. 
In the second pillar of the differences in the various countries concerned, 
first, compulsory affiliation to the second pillar, on the other hand, to 
privatize the institutions responsible for the reproduction of capital from 
the second pillar, the third of the contribution and its distribution in the 
payment of the employer and the employee, and finally the fourth 
regulations on investment opportunities in the institution of the second 
pillar. However, in the third pillar, where participation is usually completely 
voluntary, the differences appear most frequently in countries incentives to 
save (e.g. deduction and tax) and investment limits. The third pillar usually 
is formed of private institutions, for which membership is largely dependent 
on the confidence of citizens, the level of savings and of course the financial 
performance of these companies. Another important factor is the benefits 
introduced for employers to support employees in savings. 
Introduced in Poland in the late 90s of the twentieth century the 
system, as in many other countries in Europe and even the world, consists 
of three pillars. The first pillar is mandatory is a PAYG – benefits from it 
are financed mainly from current contributions and the budget and 
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managed by the Social Insurance Institution (ZUS). The right to a pension 
from the first pillar is every citizen, after completion of the relevant age or 
after completion of the required age and a specified number of years, 
which paid contributions. After the 1999 pension reform from the pillar, as 
a whole, are paid to a person: 
− born before 1949, covered by the old rules – before the reform. It is 
therefore necessary to achieve their desired retirement age – 60 
years for women and 65 for men, and to show the appropriate 
experience, which included the contributory and non-contributory 
years, limited to 1/3 of contribution – it is 20 years for women and 
25 years for men. It should be emphasized that in the "old system" 
forced many rules that allowed for earlier retirement. 
− born between 1949-1969, which, despite the possibility of accession 
to the second pillar, decided to remain only in the PAYG system – 
that is, only in the first pillar. 
The second pillar, which was introduced in 1999 and by 2014, was 
mandatory for people who were born after 1969 and for those born 
between 1949 to 1969, but who decided to retire draining capital 
contributions. This pillar is a capital and financial resources are transferred 
to the Open Pension Funds (OFE). Every citizen has the right to choose 
freely which, from competing in the free market OFE will place their 
money. OFE are private entities obligated to multiply capital, which in the 
future should be the second part of the pension. OFE are supervised by the 
state and the law imposes a number of obligations on them. 
Initially, since 1999 to pension funds were directed 7.3% of the 
remuneration base. In 2011, it was decided to reduce this percentage – to 
2.3%, while announcing its gradual increase. As a result, in 2014, another 
reform was carried out and the end of July 2014, all citizens (regardless of 
date of birth), drain pension contributions have to decide whether they 
want to remain in the OFE and further drain where the amount of the 
premium in a revised amount 2.93%, or move their capital to Social 
Security Institution (ZUS) – in fact decide to go PAYG scheme. It was 
announced, however, that under the Social Security System it will be 
created an account where will be discharged – 12.22% of the remuneration 
base, and it will be created an sub-account where 7.3% of the remuneration 
base will be invested. 
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People who in 2014 decided to choose the second pillar pay 
contributions in the amount of: 12.22% for Social Security System, Social 
Security System- sub-account 4.38% and 2.92% of the base salary for the 
account funds OFE. It should be emphasized that, in any case, 
contributions are indexed, and every four years (from 2016) will be opened 
“transfer window”, through which it will be possible to move funds from 
ZUS on OFE and vice versa. In 2014 in order to protect future retirees, it 
was decided that the 10 years prior to retirement contributions of all 
efferent contributions to pension funds will be gradually transferred to the 
Social Insurance Institution (ZUS). It is worth noting that the gradual 
transfer of the money to Social Security Institution will also be beneficial 
from the point of view of the state, because the cash will continue to shape, 
how needed to secure pensions. In addition, in 2014 in the second pillar 
there have been many other modifications: OFE investment limits were 
changed, they were forbidden to invest in government bonds (previously 
OFE had to invest there) and ordered to investing in stocks. In order not to 
interfere with securities exchanges was ordered to open pension funds 
invest in stocks in 2014. 75% and the limit will be reduced in 2017 to 15%. 
The preliminary analysis conducted that in 2013 showed that about half of 
the insured choose draining contributions in the second pillar. As a result, 
it turned out that the decision was taken every sixth insured1 [17]. Thus, in 
2014 the majority of Poles returned to the PAYG system with a number of 
modifications. 
The third pillar of the reform is voluntary, and is the source of the 
optional retirement benefits. This is an additional savings under the 
Occupational Pensions Authority (PPE), Individual Retirement Accounts 
(IKE) or Individual Retirement Account Security (IKZE). In order to 
encourage the savings the state provides additional policyholder certain 
privileges of a fiscal nature, eg.: in the case of the IKE – no need to pay the 
taxes on profits after the completion of a certain age and fulfilling other 
specific terms of the contract, and in cases IKZE – the ability to write off a 
certain amount of income in the year tax returns. Participation of Poles in 
the third pillar is negligible, and people with accounts do not pay regularly 
measures. The data for 2014 shows that in the third pillar of the Poles 
invested about 14 mld. PLN, and the total savings of Poles are more than 1 
billion PLN [3;18]. There is a lot of causes the reluctance of savings. In 
                                    
1 ZUS data show that in 2014 the OFE has remained 2 564 072 Poles. 
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particular, they can be classified as: lack of financial resources among the 
insured2 [19], the relatively low limits on contributions to the third pillar, 
which discourages saving wealthy, because they have to look for other 
options – (IKE to 300% of the average wage in the year, IKZE – 1.2 an 
average of remuneration in the year), small incentives (tax exemption, but 
only after the age of retirement – IKE; whether the annual impairment on 
tax returns, with the need to levy a tax of 10% on the disbursement – 
IKZE), the uncertainty of return of capital, investment uncertainty. 
Successive governments operating in Poland introduced a number of 
changes in the Polish pension system, moving from a system of capital, 
through PAYG, mixed to back most of the fees collected by a public body. 
Reforms after 1999 and the accompanying political disputes, including: 
OFE creation, reducing contributions to pension funds, changes in OFE 
investment limits, raising the retirement age to 67 years (for men until 
2020, for women by 2040), the choice of ZUS and OFE, were aimed at 
improving the situation of future pensioners, but equally important was 
improvement in public finances. 
The demographic crisis caused that the mixed system did not work in 
Poland. It turned out that after 14 years of operation of OFE Polish society 
has chosen pair PAYG system. It is therefore appropriate to ask, why OFE 
did not convinced a large group of employees, and why in other countries, 
such a system work? The answer to this is not clear, but certainly on the 
recent decisions of Poles influenced by several factors, among others: 
− medium OFE financial results, which had to invest in state 
treasury bonds and were strongly reduced investments in stocks or 
foreign investment, which in other countries are unlikely to occur, 
− lack of knowledge about business and pension fund, 
− the relatively high costs of operating in the OFE, 
− incorrect belief that it was not me as a citizen, not the amount of 
my contributions, not my investments, not the private sector and 
the state, as a whole should secure retirement, 
− lack of knowledge and motivation to declare choose OFE-ZUS – 
the lack of a written notice of intent to join the OFE or stay in it, 
resulting in staying in ZUS, 
                                    
2 Every second Pole has savings and this is the third lowest, next to Romania and 
Turkey, the result obtained in the study, which was conducted in October and November 
2014, 13 European countries on a representative sample of 12,743 people. 
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− knowledge that for 10 years before retirement funds, and so will 
go back to ZUS, 
− lack of confidence, that the amount of premiums paid by the 




In response to the problems of an aging population, within a few 
decades, Poland has introduced many changes. On the one hand were the 
solutions to support the family as such – the introduction of free (years of 
the 60th of the twentieth century), and then paid parental leave (1981), 
gradually extended maternity leave, and most recently the introduction of 
parental leave (2013). On the other hand, the modifications related to the 
pension system. 
Assessing successive reforms introduced in the Polish pension system 
should be stated that their main reason was closely linked to the difficulty, 
or rather the desire to overcome them, due to a decrease in revenues to 
fund the PAYG. Shortfall of funds in Social Insurance Institution had to 
cover the state budget, has increased the burden on the public finance 
system. It should be noted, however, that in a similar situation – in times of 
demographic crisis – there are many countries, not only with the EU, but 
also around the world. In such a situation, it is worth to learn from the 
experience of others, respectively adopting relevant and proven solutions 
and avoiding the mistakes that were made. 
In conclusion, the Polish reform of 1999 was correct and necessary. 
However, not quite ingeniously OFE regulations, their excessive 
investment restriction resulted that they could not properly developed. 
Perhaps in the coming years, using the power of "transfer window" Polish 
society will give them more opportunities for development. 
Increase the retirement age in Poland, as in other countries in Europe 
and the world, it was also inevitable, although at the moment it is difficult 
to assess whether it was necessary and effective. Surely, it was and it is a 
rather difficult socially area of social policy because of the conviction of a 
significant portion of the citizens of reducing social benefits due to them. 
Rising the retirement age should be – for example, the Canadian model – 
introduce some flexibility, through e.g. a decrease and an increase in 
benefits after going early and later retirement. Certainly, such a solution 
would avoid the situation that took place in Poland in 2011. At that time – 
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today already considered to be inconsistent with the Constitution of the 
Republic of Poland – the rules practically forced the persons entitled to a 
pension to terminate the contract of employment. Otherwise, the pension 
was suspended. It was negatively assumed that the exemption of older 
workers will improve the situation in the labor market, and in place of 
older people will come the young unemployed. It turned out, however,  
that such a simple relationship has not occurred. As a result, at present 
ZUS has to pay suspended retirement, while those who do not declared 
compensation get the contract. Introduced solution clearly showed that it is 
necessary to reward a job after graduating from retirement age, not 
discourage to it. 
In addition, in the pension systems is necessary to clear the binding 
amount of the pension to the number of years of service, which somehow 
did reform introduced in Poland in 1999. Today, from the accumulated 
capital and the subsequent average life expectancy depends on the amount 
of benefit. In Poland, there is no need to demonstrate an appropriate 
internship pension scheme. It is required in the case of applying for a 
minimum pension. 
No need to prove a certain number of years of work is the first step to 
take ongoing not only in Poland, the discussion on pensions for all citizens 
– "citizens pension", which could, in the same height, belong to all citizens 
after reaching retirement age. Such solutions exist, inter alia, in Denmark, 
Sweden, the Netherlands, the UK and Australia. With the introduction of 
civil pensions would certainly reduced poverty and the measures so far 
spent on social assistance. They are born, however, two basic questions. 
Firstly, do ensure of receiving benefits are not discouraged to work thereby 
threatening the stability of the pension system and the state budget. 
Secondly, how to raise funds for “citizens pension”, and whether their 
introduction would not closely related to the significant increase in taxes, 
which is located in Denmark, where taxes are progressive, and very 
powerful. Data from Eurostat show that it is in Denmark, the ratio of the 
tax burden in relation to GDP is high and amounts to 48.1%. In this respect 
the following places in Europe occupied Belgium – 45.4%, France – 45.0%, 
Sweden – 44.2%, Finland – 44.1%, Italy – 44.0%, and Austria – 43.1%. 
The lowest taxes in 2012 were in Lithuania – 27.2%, Bulgaria and Latvia – 
by 27.9%, Romania and Slovakia – for 28.3% and Ireland – 28.7%. In 
Poland, in 2012, they amounted to 32.5% of GDP [11]. 
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Strengthening the pension systems in all countries should be based 
also on strengthening the importance of the third pillar. Countries should 
strive to make the greatest possible incentives to accumulate savings, 
which is associated with changes in the law. These incentives should apply 
to both employees and employers. It is also appropriate to conduct 
educational policy and strengthen the awareness of citizens in this area. In 
2014 Poland also changed the regulations concerning the operation of the 
third pillar, in particular IKZE. There has been modified investment limits 
and introduced a fixed tax (10%) that the insured pays before withdraw. 
Until now the tax depended on the tax threshold, and therefore income, 
which was located insured person. 
In Poland, despite the introduction of a number of modifications to 
the pension system pensioners contemporary situation is not good, the 
benefits are low3 [22], and the system does not respond well to the end of 
the problem of an aging population. On the conducted forecasts indicate 
that in the future the situation will not look better, but on the contrary. 
Unfavorable situation will be registered aftermath of high unemployment 
(12%)4 [20], a large number of people working on civil contracts (13%)5 
[21] and a high percentage of people employed under a contract of 
employment, and earning the minimum wage (in 2013, 12%)6 [21]. The 
challenge that stands in the area in front of the public authorities is 
primarily to support the labor market, as well as the inclusion of insurance 
as many people as economically active contributors. 
Today's retirees are forced somehow to fundraising, allowing them a 
decent life. New instruments, which are designed to help pensioners, are 
reverse mortgages and lifetime annuity [4; 9]. These new financial services 
to allow the holders of real estate to obtain additional cash that can be used 
for any purpose. The mechanism of both products is relatively simple, but 
different. In the case of an annuity (sales model) the borrower includes a 
transaction in which a waiver of ownership of an apartment or house gets 
to the end of the cyclic life annuity under this head. It is important that the 
buyer entity locale, which may be a bank, fund, or insurance company, 
becomes the owner of the property at the time of signing the contract. A 
                                    
3 Since 1 March 2015 minimum pension in Poland is 880, 45 PLN. 
4 February 2015. 
5 Data for 2013, National Labour Inspectorate (PIP). 
6 Data for 2013, National Labour Inspectorate (PIP). 
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person who uses a reverse mortgage, to the end of life remains the owner 
of the property, and the heirs, if they are willing to stop and repay its 
liabilities arising from the loan, keep it right. If they do not express such a 
will, they will be required to transfer ownership of the property to the 
bank, which will return the difference by which the value of the property 
exceeds the amount due under the contract of the bank's mortgage inverted, 
if such excess will be [7; 8]. Although the above presented solutions  
have been regulated in Poland, there are not very popular. Unfortunately 
still a shortage of funds is temporarily eliminated by the high interest 
credits, loan. 
At the moment it is difficult to clearly assess the changes that have 
been introduced in the Polish pension system. This is mainly due to the fact 
that they will be felt only after a long time. They cannot also be considered 
as terminated due to the continued lack of stability of the system. This 
stability in the long term can be achieved, inter alia, by reversing the 
trends, which are the best, because the natural way to protect the system 
against failures, or at least mitigate their effects. However, this requires 
comprehensive actions not only in the area of pension security, but in the 
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